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)URPWKHEHJLQQLQJRIWKHLQGXVWULDOVRFLHW\WKHSUREOHPRIHQYLURQPHQWDOSROOXWLRQKDVEHHQDFFRPSDQLHGE\HFRQRPLF
GHYHORSPHQW WKHUH LV D JURZLQJ HPSKDVLV RQ WKH LQWHUQDOL]DWLRQ RI HQYLURQPHQWDO FRVWV WR VROYH WKH SUREOHP RI
HQYLURQPHQWDOSROOXWLRQ2YHUDOOWKHLQWHUQDOL]DWLRQRIHQYLURQPHQWDOFRVWVKHOSVWRLPSURYHWKHOHYHORIZHOIDUHHIIHFWRI
WKHZKROH VRFLHW\ WKH LQWHUQDOL]DWLRQRI HQYLURQPHQWDO H[WHUQDO FRVWV LV QHFHVVDU\7KHPHDVXUHPHQW RI HQYLURQPHQWDO
FRVWVLVWKHPRVWLPSRUWDQWSDUWRIWKHLQWHUQDOL]DWLRQRIHQYLURQPHQWDOFRVWVDQGLWLVDSUHUHTXLVLWHIRULQWHUQDOL]DWLRQRI
HQYLURQPHQWDOFRVWV ,QSUDFWLFHZHFDQXVH WKHJHQHUDOSULQFLSOHVRIPHDVXUHPHQWRIHQYLURQPHQWDOFRVWVDQGJHQHUDO
PHDVXUHPHQWPRGHO WR FRUUHFWO\PHDVXUH WKH HQYLURQPHQWDO FRVWV'RLQJ D UHDVRQDEOH HVWLPDWHRQ WKHYDOXHRI QDWXUDO
HQYLURQPHQWDOUHVRXUFHVRIDQLQGXVWU\KHOSVWRPHHWWKHREMHFWLYHUHTXLUHPHQWVRIVRFLDODQGHFRQRPLFEHQHILWEDODQFH

3XEOLVKHGE\(OVHYLHU%9
6HOHFWLRQDQGSHHUUHYLHZXQGHUUHVSRQVLELOLW\RI,QIRUPDWLRQ(QJLQHHULQJ5HVHDUFK,QVWLWXWH

.H\ZRUGVWKHLQWHUQDOL]DWLRQRIHQYLURQPHQWDOFRVWVZHOIDUHHIIHFWVDQDO\VLVPHDVXUHPHQWSULQFLSOHVWKHPHDVXUHPHQWPRGHO 
HQYLURQPHQWDOFRVWVRIWKHLQGXVWU\˗ 
6RXUFHRIWKHLQWHUQDOL]DWLRQRI(QYLURQPHQWDOFRVWVWKHRU\ 
7KHVXEVWDQFHRIWKHLQWHUQDOL]DWLRQRIHQYLURQPHQWDOFRVWVLVWRUHVROYHWKHH[WHUQDOHIIHFWLQWKHHFRQRPLF
RI HQYLURQPHQW DV UHVRXUFHV KDYLQJ SXEOLF JRRGV FKDUDFWHULVWLFV ([WHUQDOLW\ UHIHUV WR WKH HIIHFW RI WKH
SURGXFHUV
SURGXFWLRQEHKDYLRU RUFRQVXPHUV
 FRQVXPLQJEHKDYLRURQ WKHZHOIDUHRID WKLUGSDUW\ ,W LV DQ
DGGLWLRQDOHIIHFWVRIQRQPDUNHWWKDWDQHFRQRPLFIRUFHGRHVRQDQRWKHULQFOXGLQJWKHSRVLWLYHH[WHUQDOLW\DQG
QHJDWLYHH[WHUQDOLW\,IWKLVUHVRXUFHLVVFDUFHPHDQLQJWKDWGLIIHUHQWVXEMHFWVDUHLQFRPSDWLEOHZLWKHDFKRWKHU
WKHQWKHQHJDWLYHH[WHUQDOLW\ZLOOLQHYLWDEO\RFFXU7KHHQYLURQPHQWLVMXVWDW\SLFDONLQGRIVFDUFHUHVRXUFH
DQGFHUWDLQHFRQRPLFHQWLWLHV LQWKHXVHRIWKHHQYLURQPHQWZLOODIIHFW WKHXVHRIRWKHUHFRQRPLFHQWLWLHVRQ
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
WKH HQYLURQPHQW 7KHUHIRUH HQYLURQPHQW SROOXWLRQ LQ WKH XVH RI HQYLURQPHQW KDV WKH W\SLFDO QHJDWLYH
H[WHUQDOLW\
2QKRZWRVROYHWKHHQYLURQPHQWDOLPSDFWRIQHJDWLYHH[WHUQDOLWLHVEDFNLQWKHHDUO\WKFHQWXU\3LJRX
SRLQWHGRXWLQKLVERRNZHOIDUHHFRQRPLFVWKHEDVLFLGHDWRVROYHWKHH[WHUQDOLW\LVWRWDNHWKHVWDWH
VWD[
+HEHOLHYHV WKDW D WD[RQSROOXWHUV IRU WKHGDPDJHFDXVHGE\ HQYLURQPHQWDO SROOXWLRQ FDQ HTXDOL]H WKH JDS
EHWZHHQWKHSULYDWHDQGVRFLDOFRVWVXOWLPDWHO\EHQHILWWRWKHGHYHORSPHQWRIWKHHQYLURQPHQW$FFRUGLQJWR
3LJRX
V WKHRU\PDNH WKHQHJDWLYH H[WHUQDO HIIHFWV FDXVHGE\PDUNHW IDLOXUHV LQWHUQDOL]H WR WKH WUXH FRVWV RI
SURGXFWLRQRIJRRGV WKHQZHZLOOEHDEOH WRFRUUHFW WKHVLWXDWLRQ LQZKLFKSHRSOH WXUQHGDEOLQGH\H WR WKH
GDPDJHRIVRFLDOSROOXWLRQ'LIIHUHQWZLWK3LJRX&RDVHSRLQWHGRXWLQWKHDUWLFOH3UREOHPRI6RFLDO&RVWLQ
WKHVWKDWZHVKRXOGOHWWKHPDUNHWRUWKHSURSHUW\WRVROYHWKHQHJDWLYHH[WHUQDOLW\SUREOHP7KHUHLVQR
QHHGIRUWKH*RYHUQPHQWWRLQWHUYHQHWKHPDUNHW  +LVEDVLFSRLQWLVLIWKHPDUNHWWUDQVDFWLRQFRVWVDUH]HUR
WKHGLVWULEXWLRQRIWKHOHJDORZQHUVKLSRIWKHSURSHUW\ZLOOQRWDIIHFWWKHHIILFLHQF\RIHFRQRPLFRSHUDWLRQ+H
DUJXHGWKDWSURSHUW\ULJKWVQRPDWWHUKRZLWLVDOORFDWHGDVORQJDVLWLVFOHDUO\GHILQHGZLOOEHDEOHWRVROYH
WKHSUREOHPRI ORZHQYLURQPHQWDO HIILFLHQF\ RI UHVRXUFH DOORFDWLRQ$V ]HUR WUDQVDFWLRQ FRVW LV LPSRVVLEOH
&RDVHFOHDUO\SRLQWHGRXWWKDWDVORQJDVWKHYDOXHRIPDUNHWWUDQVDFWLRQVLVKLJKHUWKDQWKHWUDQVDFWLRQFRVWV
WKH WUDQVDFWLRQ LVZRUWK\RU LV OLNHO\ WREHFDUULHGRXW ,Q WKHVSHRSOHDGYRFDWHG WRHVWDEOLVK WKHQHZ
HQYLURQPHQWDOHFRQRPLFV\VWHPEDVHGRQWKHFRQFHSWRIHFRWDNLQJLQWRDFFRXQWWKHHQYLURQPHQWDOHWKLFV
WKHHFRQRPLFLQWHUHVWVRIPDUNHWSOD\HUVWKHHQYLURQPHQWDOYDOXHDQGWKHVRFLDOYDOXH%DVHGRQWKLVWKHRU\D
QXPEHURIHPHUJLQJHQYLURQPHQWDODQGHFRQRPLFSROLF\DQGPHDQVFDQEHXWLOL]HG7KHUHIRUHWKHWKHRU\RI
WKHLQWHUQDOL]DWLRQRIHQYLURQPHQWDOFRVWVKDVEHHQIXOO\H[SDQGHG
   :HFDQVHHWKDWLIZHFDQHOLPLQDWHWKHH[WHUQDOHQYLURQPHQWDOFRVWVPDNHWKHSULFHRIWKHSURGXFWFRQWDLQ
WKH HQYLURQPHQWDO FRVWV ZKLFK LV FDOOHG WKH LQWHUQDOL]DWLRQ RI HQYLURQPHQWDO FRVWV WKHQ WKH PDUNHW FDQ
DOORFDWHUHVRXUFHVHIILFLHQWO\E\WKHFRUUHFWSULFHVLJQDOV 
:HOIDUH(IIHFWVRIWKHLQWHUQDOL]DWLRQRIHQYLURQPHQWDOFRVWV 
7KHLQWHUQDOL]DWLRQRIHQYLURQPHQWDOFRVWVPHDQVWDNLQJWKHH[WHUQDOFRVWVRISROOXWLRQRIWKHHQYLURQPHQW
DVSDUWRIWKHSURGXFHUFRVWVLQFOXGHGLQWKHWRWDOFRVWVRIWKHSURGXFWWRPDNHWKHHQYLURQPHQWDVLPSRUWDQWDV
FDSLWDOODERUUHVRXUFHVWHFKQRORJ\DQGRWKHUIDFWRUVRISURGXFWLRQ7KHUHDVRQRIH[WHUQDOGLVHFRQRPLHVRI
HQYLURQPHQWDO LVVXHVLV WKDWSULYDWHFRVWVLV WUDQVODWHGLQWRVRFLDOFRVWV WKHPRVWHIIHFWLYHZD\ WRVROYH WKLV
SUREOHP LVPDNLQJ WKHSULYDWHFRVWVRI WKHSURGXFHUV WUDQVIRUPHG LQWR LWVRZQSURGXFWLRQFRVWVQDPHG WKH
LQWHUQDOL]DWLRQRISULYDWHFRVWV$V WKH VRFLDO FRVWV IDURXWZHLJK WKHSULYDWHFRVWV WKH LQWHUQDOL]DWLRQRI WKH
SULYDWHFRVWVLVWKHEHVWFKRLFHIRUWKHVRFLHW\WRUHGXFHWKHHFRQRPLFORVV 
7KHLQIOXHQFHRIWKHLQWHUQDOL]DWLRQRIWKHSULYDWHFRVWVRQSURGXFHUV)RUDSURGXFHULWVSURGXFWLRQFRVWV
FRQVLVWRI WZRSDUWVRQH LV WKHFRVWRISURGXFWLRQGHQRWHGE\&S WKHRWKHU LV WKHFRVWRISROOXWLRQFRQWURO
GHQRWHGE\&F LI WKHSURGXFHUVGRQRWFRQWUROSROOXWLRQDQGSROOXWLRQZLOOFDXVHGDPDJHWRWKHVRFLHW\ WKH
VRFLDOFRVWVGHQRWHGE\&V:HPDUNWKHSURGXFWLRQDV4DQGWKHSULFHDV3 
,I WKH QHJDWLYH H[WHUQDOLW\ ZDV QRW FRQVLGHUHG WKH FRPSDQLHV ZLOO QRW FRQWURO SROOXWLRQ DQG FRUSRUDWH
HDUQLQJVDUHUHFRUGHGDV5 
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WKH FRVW RI SROOXWLRQ FRQWURO&F $W WKLV WLPH WKH OHYHO RI SURILWDELOLW\ LV UHFRUGHG DV 5
 DVVXPSWLRQ
SURGXFWLRQDQGSULFHUHPDLQXQFKDQJHG
 5
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 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*HQHUDOO\VSHDNLQJ&F&VWKXV))
7KLVLQGLFDWHVWKDWWKHLQWHUQDOL]DWLRQRIQHJDWLYHH[WHUQDOLWLHVLH
WKHFRUSRUDWHFRQWUROHQYLURQPHQWDOSROOXWLRQZLOOKHOSUDLVHWKHOHYHORIZHOIDUHRIWKHZKROHVRFLHW\ 
0HDVXUHPHQWRIWKHLQWHUQDOL]DWLRQRIHQYLURQPHQWDOFRVWV 
*HQHUDOSULQFLSOHVRIWKHPHDVXUHPHQWRIWKHLQWHUQDOL]DWLRQRIHQYLURQPHQWDOFRVWV
7KH ,QWHUQDOL]DWLRQ RI HQYLURQPHQWDO FRVWV QHHGV VFLHQWLILFPHDVXUHPHQW RI WKH HQYLURQPHQWDO FRVWV ,Q
WKHRU\ WKLV SULQFLSOH PXVW IROORZ WKH EDVLF PHDVXUHPHQW SULQFLSOHV LQ WKH JHQHUDO DFFRXQWLQJ VWDQGDUGV
0HDQZKLOH LW DOVR VKRXOGEHEDVHGRQ WKHREMHFWLYH FKDUDFWHULVWLFV RI WKH HQYLURQPHQWDO FRVWV LQFUHDVHLQJ
PHDQLQJIXOSULQFLSOHV
WKHSULQFLSOHRIFDULQJDERXWERWKHFRQRPLFDQGHQYLURQPHQWDOEHQHILWV7KLVLVWKHEDVLFSULQFLSOHRI
WKHPHDVXUHPHQWRIHQYLURQPHQWDOFRVWVLWUHTXLUHVWDNLQJLQWRDFFRXQWERWKWKHHFRQRPLFDQGHQYLURQPHQWDO
EHQHILWV ,Q WKH SURFHVV RI PHDVXUHPHQW RI HQYLURQPHQWDO FRVWV ZH VKRXOG PDNH VXUH WKDW DOO W\SHV RI
HQYLURQPHQWDOSURWHFWLRQDUHWDNHQ LQWRDFFRXQWQRWRQO\ FRQVLGHUHQYLURQPHQWDOSURWHFWLRQFRVWV WKDWKDYH
LPSDFW RQ VKRUWWHUP HFRQRPLF LQWHUHVWV EXW DOVR WKH FRVW RI ORQJWHUP FRVW RI UHVRXUFH GHSOHWLRQ DQG
HQYLURQPHQWDOPDLQWHQDQFH
WKHSULQFLSOHRIUHOLDELOLW\DQGUHOHYDQFH7UDGLWLRQDODFFRXQWLQJSULQFLSOHVHPSKDVLVPRUHRQUHOLDELOLW\
EXW GXH WR WKH FKDUDFWHULVWLFV RI ERWK WKH DFFXUDF\ DQG IX]]\ RI WKH HQYLURQPHQWDO FRVWV LWVPHDVXUHPHQW
VKRXOGIRFXVRQWKHFRPELQDWLRQRIERWKUHOLDELOLW\DQGUHOHYDQFH
WKHSULQFLSOHRIERWKIOH[LELOLW\DQGQRUPDWLYH7UDGLWLRQDOFRVWVPHDVXUHPHQWIRFXVRQWKHQRUPDWLYHEXW
WKHPHDVXUHPHQWRIHQYLURQPHQWDOFRVWVLVVWLOOLQWKHLQLWLDOVWDJHWKHVSHFLILFQRUPVLVQRW\HWUHIOHFWHGDQG
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PDQ\FRPSOH[LVVXHVKDYHQRWEHHQVHWWOHG6RWKHSULQFLSOHVKRXOGKDYHVRPHIOH[LELOLW\EDVHGRQWKHDFWXDO
VLWXDWLRQLQFRPSOLDQFHZLWKWKHDFFRXQWLQJUXOHV
 WKH SULQFLSOH RI FRVWHIIHFWLYH %DVHG RQ WKH SULQFLSOH RI FRVWHIIHFWLYH ZKHQ ZH PHDVXUH WKH
HQYLURQPHQWDOFRVWVLWVKDOOQRWH[FHHGWKHUHYHQXHJHQHUDWHGE\PHDVXULQJDQGUHSRUWLQJWKHLQIRUPDWLRQ$V
WKH HQYLURQPHQWDO FRVW REMHFWV DUH PRUH FRPSOH[ ZLWK D ZLGH UDQJH DQG WKH IRUPRI H[LVWHQFH LV QRW
VWDQGDUGL]HGVRLWVDFFXUDWHPHDVXUHPHQWQHHGVWRSD\WKHKLJKFRVW 
7KH WUDGLWLRQDO DFFRXQWLQJPHDVXUHPHQWZDV EXLOW XS RQ WKH EDVLV RI WKH ODERU WKHRU\ RI YDOXH EXW WKLV
PHWKRGLVYHU\GLIILFXOWWRHIIHFWLYHO\PHDVXUHWKHYDULRXVHOHPHQWVRIWKHHQYLURQPHQWDOFRVWV7KHUHIRUHWKH
PHDVXUHPHQW PHWKRGV RI HQYLURQPHQWDO FRVWV PXVW HVWDEOLVK WKHRULHV WKDW FDQ PHDVXUH WKH YDOXH RI
QRQFRPPXWDWLYHDQGQRQODERUJRRGV7DNLQJLQWRDFFRXQWWKHFKDUDFWHULVWLFVRIWKHHQYLURQPHQWDOFRVWVWKH
PHDVXUHPHQWPHWKRGVRIHQYLURQPHQWDOFRVWVFDQEHEXLOWRQWKHEDVLVRIWKHWKHRU\RIWKHPDUJLQDOYDOXHDQG
ODERU YDOXH $V IRU HQYLURQPHQWDO FRVWV LWV PHDVXUHPHQW VWDQGDUGV DUH RQ WKH EDVLV RI WKH FXUUHQF\ ,I
QHFHVVDU\ZHFDQXVHSK\VLFDODQGODERULQGLFDWRUVDPDWKHPDWLFDOPRGHORUZRUGVWRH[SODLQWKHVL]HRIWKH
ORVVHVFDXVHGWRWKHHQYLURQPHQWDQGHQYLURQPHQWDOSHUIRUPDQFH,WVPHDVXUHPHQWDWWULEXWHVKLVWRULFDOFRVWRU
RULJLQDOFRQVXPLQJOHYHOVRPHWLPHVZHXVHWKHUHSODFHPHQWFRVWFXUUHQWFRVWRUIXWXUHFRVWWRPHDVXUH7KDW
LVWRVD\ZHLQVLVWRQWKHKLVWRULFDOFRVWVDVEDVLFPHDVXUHPHQWPHWKRGVDOVRLQWURGXFHWKHUHSODFHPHQWFRVW
FXUUHQWFRVWRUIXWXUHFRVWWRPHDVXUH
7KHFODVVLILFDWLRQRIHQYLURQPHQWDOFRVWVDQGWKHJHQHUDOPHDVXUHPHQWPRGHO
0HDVXULQJ WKH LQWHUQDOL]DWLRQ RI HQYLURQPHQWDO FRVWV LV ILUVW DVNHG WR FODVVLI\ WKH HQYLURQPHQWDO FRVWV
ZKLOHWKHLQWHUQDOL]DWLRQRIHQYLURQPHQWDOFRVWVZDVPDLQO\IRFXVHGRQWKHHQYLURQPHQWDOGDPDJHFDXVHGE\
WKHSURGXFWLRQDVIRUDQLQGXVWU\ WKHHQYLURQPHQWDOFRVWVFDQEHVXEGLYLGHGLQWRIRXUFDWHJRULHV UHVRXUFH
FRQVXPSWLRQ FRVWV RI WKH LQGXVWU\ HQYLURQPHQWDO SROOXWLRQ ORVV FRVWV RI WKH LQGXVWU\ HQYLURQPHQW
PDLQWHQDQFHFRVWVRIWKHLQGXVWU\DQGHQYLURQPHQWDOSURWHFWLRQFRVWVRIWKHLQGXVWU\
(QYLURQPHQWDOFRVWVFDQEHPHDVXUHGLQYDULRXVZD\VEXWWKHUHDUHYDULRXVGLIILFXOWLHVIRUWKHVHPHWKRGV
LQSUDFWLFDODSSOLFDWLRQ&KRRVLQJSRVVLEOHPHDVXUHPHQWPHWKRGVEDVHGRQGLIIHUHQWW\SHVDQGFKDUDFWHULVWLFV
RI WKH HQYLURQPHQWDO FRVWV DQG HVWDEOLVKLQJ DFFRXQWLQJ V\VWHP IRU HQYLURQPHQWDO FRVWV  IDFLOLWDWHV WKH
LQWHUQDOL]DWLRQRIHQYLURQPHQWDOFRVWVLQWRSURGXFWLRQFRVWV 
$VHQYLURQPHQWDOFRVWVRIWKHLQGXVWU\LQFOXGHIRXUW\SHVWKHWRWDOHQYLURQPHQWDOFRVWVHTXDOWR
&W &W&W&W&W                                                         
$PRQJWKHP  &WHQYLURQPHQWDOFRVWVRIDQLQGXVWU\LQRQH\HDU
               &WUHVRXUFHFRQVXPSWLRQFRVWVRIDQLQGXVWU\LQRQH\HDU
               &WHQYLURQPHQWDOSROOXWLRQFRVWVRIDQLQGXVWU\LQRQH\HDU
               &WHQYLURQPHQWDOSURWHFWLRQFRVWVRIDQLQGXVWU\LQRQH\HDU 
               &WHQYLURQPHQWDOSURWHFWLRQFRVWVRIDQLQGXVWU\LQRQH\HDU
PHDVXUHPHQWRIUHVRXUFHFRQVXPSWLRQFRVWVRIWKHLQGXVWU\&W
5HVRXUFHFRQVXPSWLRQFRVWVRIWKHLQGXVWU\UHIHUVWRWKHYDOXHRIUHGXFLQJWKHQXPEHURIUHVRXUFHVHQWLWLHV
FDXVHGE\LQGXVWU\GHYHORSPHQW,QDFFRUGDQFHZLWKLWVXVHDSDUWRIUHVRXUFHVLVWUDQVIURPHGWRWKHYDOXHRI
WKHSURGXFWZLWKWKHSURGXFWLRQDFWLYLWLHVDVDGLUHFWUDZPDWHULDO7KHRWKHUSDUWLVQRWLQFOXGHGLQWKHFRVWVRI
WKHSURGXFWLWLVKDQGOHGDVWKHFRVWRIIXHODQGSRZHULQWKHWUDGLWLRQDODFFRXQWLQJZLWKRXWFRQVLGHULQJWKH
HQYLURQPHQWDO FRVWV 7KH HQYLURQPHQWDO FRVWV KHUH ZH UHIHUUHG WR GR QRW LQFOXGH WKH UHVRXUFH YDOXH
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WUDQVIHUUHGWRWKHYDOXHRIJRRGVDVUDZPDWHULDOV7KH\VKRXOGEHLQFOXGHGLQWKHFRVWVRIWKHSURGXFWLQWKH
DSSURDFK 
1DWXUDO UHVRXUFHVDUH WKHQHFHVVDU\FRQGLWLRQVIRU LQGXVWULDOGHYHORSPHQWEXWZLWKUDSLG*'3JURZWKD
ORWRIFRQVXPSWLRQRI UHVRXUFHVKDVFDXVHGDKXJH ORVV WR WKHHQYLURQPHQW WKLV ORVVZLOO LQHYLWDEO\ OHDG WR
GHFUHDVH LQ HFRQRPLF EHQHILWV +RZHYHU WKHVH QRQSURGXFWLYH UHVRXUFHV DVVHWV ZHUH RIWHQ LJQRUHG LQ
WUDGLWLRQDOHFRQRPLFDFFRXQWLQJVXFKDVODQGPLQHUDOUHVRXUFHVZDWHUUHVRXUFHVDQGHFRV\VWHP7KHUHIRUHLQ
RUGHU WR HQVXUH WKH VXVWDLQDEOH JURZWK RI WKH QDWLRQDO HFRQRP\ ZH PXVW IXOO\ FRQVLGHU WKH QXPEHU RI
UHVRXUFHV FRQVXPHG UHVRXUFH HIILFLHQF\ DQG XVHG PHWKRGV 7KH SULFH RI D YDULHW\ RI UHVRXUFHV ZLOO EH
LQHYLWDEO\LQYROYHGLQRUGHUWRFRQILUPWKHYDOXHRIUHVRXUFHVWKHUHDUHWZRPDLQYLDEOHZD\VWKHQHWSULFH
PHWKRGDQGWKHFRVWVXEVLG\DSSURDFK
7KHQHWSULFHPHWKRGDVVXPHVWKDWIXWXUHORVVHVRIQHWSURILWVWUHDPIRUIXWXUHUHVRXUFHGHSOHWLRQLV]HUR
WKLVDVVXPSWLRQLVEDVHGRQWKHORQJUXQHTXLOLEULXPVWDWHJHQHUDOO\XVHGIRUWKHFDOFXODWLRQRIWKHYDOXHRI
QRQUHQHZDEOHUHVRXUFHV:HEHOLHYHWKDWWKHYDOXHRIWKHUHVRXUFHLVDSURGXFWRIWKHUHVRXUFHFKDQJHVLQWKH
DPRXQWZLWKWKHGLIIHUHQFHEHWZHHQWKHDYHUDJHPDUNHWSULFHRIWKHXQLWUHVRXUFHDQGXQLWPDUJLQDOFRVWRIWKH
SURGXFWH[SUHVVHGDVDIRUPXOD
&W 3W±0&WgƸ4W                                                           
$PRQJWKHP  &WFRQVXPSWLRQFRVWVRIWKHUHVRXUFHLQRQH\HDU
                3WWKHDYHUDJHPDUNHWSULFHRIWKHUHVRXUFHLQRQH\HDU
               0&WWKHPDUJLQDOFRVWRIWKHUHVRXUFHLQRQH\HDU
                4Ƹ WFKDQJHVRIWKHVWRFNRIWKHUHVRXUFHLQRQH\HDU
&RVWVXEVLG\DSSURDFKDVVXPHVWKDWWKHUHVRXUFHVFDQFRPSOHWHO\UHSODFHWKHRWKHUIDFWRUVRISURGXFWLRQLW
GLYLGHH[SORLWDWLRQDQGVDOHVSURILWVRIUHVRXUFHVLQWRWZRSDUWVRQHSDUW LV WKHFDSLWDOHOHPHQWRUFDOOHGWKH
XVHUFRVWWKHRWKHUSDUWLVWKHDGGHGYDOXHHOHPHQWVQDPHO\WKHUHDOLQFRPH7KHXVHUFRVWVLVRQEHKDOIRI
WKHSDUWRISURILWVZKLFKPXVWEHUHLQYHVWLQJLQRUGHUWRFRPSHQVDWHIRUWKHUHGXFWLRQLQIXWXUHSURILWVIURP
WKHUHVRXUFHV:H WKLQN WKDWDSDUWRI LQFRPHUHFHLYHGIURPUHVRXUFHH[WUDFWLRQDQGVDOHEHORQJ WR WKHXVHU
FRVWRIXVLQJUHVRXUFHVZKLFKQHHGWREHGHGXFWHG,WVDFFRXQWLQJIRUPXODLVDVIROORZV 
&W 5±; 5U7                                                                                        
$PRQJWKHP  5QRUPDOSURILWVRIUHVRXUFHGHYHORSPHQW
                ;SURILWFRQYHUVLRQFRQVWDQWUHYHQXHVWUHDP
                5PDUJLQ
                7PLQHOLIH
1HWPHWKRGWHQGVWRRYHUHVWLPDWHWKHFRQVXPSWLRQRIUHVRXUFHVZKLFKFDQEHFRQVLGHUHGDVDQXSSHUOLPLW
RI WKH HVWLPDWHG HQYLURQPHQWDO FRVWV XVHU FRVW VXEVLG\ DSSURDFK LV D ORZHU OLPLW RI WKH HVWLPDWHG
HQYLURQPHQWDOFRVWV6SHFLILFWRFHUWDLQHQYLURQPHQWDOUHVRXUFHVZHVKRXOGGHIRUPWKHPRGHOEDVHGRQWKH
DFWXDOVLWXDWLRQEHIRUHPHDVXUHPHQWDFFRXQWLQJ 
PHDVXUHPHQWRIHQYLURQPHQWDOSROOXWLRQORVVFRVWVRIWKHLQGXVWU\&W
7KHORVVFRVWRIHQYLURQPHQWDOSROOXWLRQPHDQVWKDWSROOXWDQWHPLVVLRQVIURPLQGXVWU\GDPDJHRUSROOXWH
WKHHQYLURQPHQWZKLFKOHDGVWRGHJUDGDWLRQRIVRPHRIWKHHQYLURQPHQWDOIXQFWLRQDQGLWEULQJVKDUPWRWKH
VRFLHW\DQGRWKHUVWDNHKROGHUVUHVXOWLQJLQHFRQRPLFORVVHV,WPDLQO\LQFOXGHVWKHHFRQRPLFORVVHVFDXVHGE\
DLUSROOXWLRQZDWHUSROOXWLRQVROLGZDVWHSROOXWLRQDQGQRLVHSROOXWLRQZKLFKGRKDUPWRWKHVRFLHW\DQGRWKHU
VWDNHKROGHUV 7KLV SDUW LV FRPSOHWHO\ LJQRUHG LQ WKH WUDGLWLRQDO DFFRXQWLQJ 7KH PHDVXUHPHQW RI
HQYLURQPHQWDOSROOXWLRQORVVFRVWVRIWKHLQGXVWU\LVDSURFHVVIURPGHVFULSWLRQRIWKHHQYLURQPHQWDOGDPDJH
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VLWXDWLRQ WR WKHPRQHWDU\ H[SUHVVLRQRI WKH HQYLURQPHQWDO ORVVHV7KHEDVLV GDWD FRPH IURPHQYLURQPHQWDO
PRQLWRULQJGDWDSXEOLVKHGE\WKHQDWLRQDOHQYLURQPHQWDOSURWHFWLRQGHSDUWPHQW 
,QGXVWU\ ORVVHV RI DLU SROOXWLRQ LQFOXGH KXPDQ KHDOWK ORVVHV ORVVHV RI ORZHU WKH TXDOLW\ RI DWPRVSKHULF
HQYLURQPHQW DJULFXOWXUDO ORVVHV DQG ORVVHV RI FRQVWUXFWLRQ PDWHULDOV FRUURVLRQ &DOFXODWLRQ RI WKH ORVV RI
KXPDQKHDOWKXVHVWKHPRGLILHGKXPDQFDSLWDODSSURDFKZKLFKPHDQVWKDWORVVHVRIRIKXPDQKHDOWKLQFOXGH
WKHORVVRIKXPDQKHDOWKFDXVHGE\DLUSROOXWLRQDQGWKHORVVRIPRUWDOLW\FKDQJHFDXVHGE\DLUSROOXWLRQ:H
FDQXVHWKHVKDGRZSULFHWRDFFRXQWIRUORVVHVRIORZHUWKHTXDOLW\RIDWPRVSKHULFHQYLURQPHQZHFDQVHOHFW
WKH PLQLPXP RI WKH IRUHLJQ VKDGRZ SULFH DV WKH XQLW SULFH IRU UHVHDUFKLQJ WKH GHFUHDVLQJ RI TXDOLW\ RI
DWPRVSKHULFHQYLURQPHQW$JULFXOWXUDOORVVHV  FDXVHGE\DLUSROOXWLRQFDQXVHWKHPDUNHWSULFHPHWKRGWKHUH
LVDFRUUHVSRQGLQJUHODWLRQVKLSEHWZHHQWKHUHGXFWLRQ\LHOGLQDJULFXOWXUHDQGDJULFXOWXUDO ORVVHVVRZHFDQ
PHDVXUH WKH DJULFXOWXUDO ORVVHV DFFRUGLQJ WR WKH GDWD IURP WKH GHSDUWPHQW RI DJULFXOWXUH $V IRU WKH
FRQVWUXFWLRQPDWHULDOVFRUURVLRQORVVHVZHFDQXVHWKHFRVWUHFRYHU\PHWKRGWRFDOFXODWHWKHYDOXHRILWVORVV
,QGXVWU\ ORVVIURPZDWHUSROOXWLRQLQFOXGHWKHORVVHVRIKXPDQKHDOWKDJULFXOWXUDOORVVHVZDWHUSROOXWLRQ
DQGLQGXVWULDOHFRQRPLFORVVHVRIWKHRWKHULQGXVWULHVFDXVHGE\ZDWHUSROOXWLRQ7KHORVVHVRIKXPDQKHDOWK
VWLOOXVHWKHPRGLILHGKXPDQFDSLWDODSSURDFKLQFOXGLQJWKHLQFUHDVHRILQFLGHQFHRIWKHGLVHDVHUHVXOWLQJLQ
PHGLFDOFRVWVDQGGD\V ORVW ,QGXVWU\ZDWHUSROOXWLRQ LQDJULFXOWXUDO ORVVHVFRXOGEHREWDLQHGE\ WKHPDUNHW
YDOXHPHWKRG,QGXVWULDOHFRQRPLFORVVHVLQRWKHULQGXVWULHVPDLQO\UHIHUVWRORVVHVFDXVHGE\SODQWVKXWGRZQV
DQGZDWHUVKRUWDJHVLQRWKHULQGXVWULHVGXHWRWKHZDWHUSROOXWLRQDQGLWFDQEHFDOFXODWHGE\WKHRSSRUWXQLW\
FRVWPHWKRG
7KHORVVRILQGXVWU\VROLGZDVWHSROOXWLRQPDLQO\UHIHUVWRWKHHFRQRPLFORVVHVRIHQYLURQPHQWDOSROOXWLRQ
FDXVHGE\VWRFNSLOLQJDQGHPLVVLRQVRIVROLGZDVWH/RVVRIQRLVHSROOXWLRQFDQQRWEHHVWLPDWHGQRZ
HQYLURQPHQWPDLQWHQDQFHFRVWVRIWKHLQGXVWU\&W
,QGXVWU\PDLQWHQDQFHFRVWVUHIHUWRWKHFRVWWKDWVKRXOGEHSXWWRHOLPLQDWHSROOXWDQWVLQRUGHUWRPDLQWDLQWKH
RULJLQDOTXDOLW\RIWKHHQYLURQPHQWQRWGHJUDGHLQFOXGLQJWKHJRYHUQDQFHFRVWVRIWKHSROOXWDQWVDQGVHZDJH
FKDUJHV 3ROOXWDQW WUHDWPHQW FRVWV DUH WKH WRWDO VXP RI WKH XQLW WUHDWPHQW FRVW IRU HDFK SROOXWDQW DQG WKH
SROOXWDQWHPLVVLRQVRIHDFKSROOXWDQWVHZDJHFKDUJHVDUHFDOFXODWHGE\WKHVXPRIWKHW\SHVRISROOXWDQWVDQG
WKHXQLWVHZDJHFKDUJHVRIWKHSROOXWDQW
HQYLURQPHQWDOSURWHFWLRQFRVWVRIWKHLQGXVWU\&W
(QYLURQPHQWDOSURWHFWLRQFRVWVRILQGXVWU\DUHWKHDFWXDOFRVWVXQGHUWRRNE\ WKHGHSDUWPHQWVLQWKHIRUPRI
HQYLURQPHQWDO SURWHFWLRQ H[SHQGLWXUHV$FFRXQWLQJRI WKLV HQYLURQPHQWDO FRVWV FDQEH GLUHFWO\ REWDLQHGE\
UHODWHG<HDUERRNLQFOXGLQJDQDQQXDOLQYHVWPHQW LQHQYLURQPHQWDOSURWHFWLRQLQWKHLQGXVWU\DVZHOODVWKH
HQYLURQPHQWDOPDQDJHPHQWFRVWVLQUHVSRQVHWRFKDQJHVLQHQYLURQPHQWDOVWDQGDUGVDQGH[SRUWSROLF\ 
7KH&RQFOXVLRQ
7KLV SDSHU VWXGLHV UHODWHG WKHRULHV DERXW WKH LQWHUQDOL]DWLRQ RI HQYLURQPHQWDO FRVWV WKH PDLQ FRQWHQWV
LQFOXGH WKH VRXUFH RI WKH WKHRU\ RI WKH LQWHUQDOL]DWLRQ RI HQYLURQPHQWDO FRVWV HFRQRPLF ZHOIDUH RI WKH
LQWHUQDOL]DWLRQ RI HQYLURQPHQWDO FRVWV DQG WKH JHQHUDO SULQFLSOHV DQG PRGHOV RI PHDVXUHPHQW RI WKH
LQWHUQDOL]DWLRQ RI HQYLURQPHQWDO FRVWV 7KLV DUWLFOH GUDZV RQ UHVHDUFK ILQGLQJV RI VFKRODUV RQ WKH
HQYLURQPHQWDO FRVWV PHDVXUHPHQW FRPELQHV ZLWK WKH GHILQLWLRQ DQG FODVVLILFDWLRQ RI HQYLURQPHQWDO FRVWV
XVHV WKH VWUXFWXUDO GHFRPSRVLWLRQ PHWKRG DW ODVW HVWDEOLVKHV WKH FRQWHQW WKDW HQYLURQPHQWDO FRVWV VKRXOG
LQFOXGHDQGSXWVIRUZDUGTXDQWLWDWLYHPHWKRGRISUDFWLFDORSHUDWLRQIRUHDFKLWHP0HDVXUHPHQWDFFRXQWLQJ
RI HQYLURQPHQWDO FRVWV KDV EHHQ UHIOHFWHG LQ WUDGLWLRQDO DFFRXQWLQJ V\VWHP EXW WKHFRQQRWDWLRQ DQG WKH
DSSURDFK RI WKLV SDSHU LV QRW HQWLUHO\ FRQVLVWHQW 5HVRXUFH FRQVXPSWLRQ H[DPLQHG LQ WKH WH[W LV WKH
QRQSURGXFWLYHUHVRXUFHV,QWKHSURFHVVLQJRIVHZDJHFKDUJHVWKH\DUHQRWFDUULHGRXWLQDFFRUGDQFHZLWKWKH
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WRWDO HPLVVLRQVRI SROOXWLRQ DQG WKLV LV QRW WKH VDPHDV WKHPRGDOLWLHV IRU WKH DFFRXQWLQJRI WKH HQWHUSULVH
VHZDJHFKDUJHV7KHLQWHUQDOL]DWLRQRIHQYLURQPHQWDOFRVWVLQWKLVSDSHULVWRLQFOXGHWKHHQYLURQPHQWDOJDLQV
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